o~ b

‘ \

&
bk "N
-
r.._....

RECEIVED

VAL
SEP |3 l 35 PH 96 (;
BEFCRE THE RATE COMMIGSION !
POSTAL RATE COMMISSION  FOSUigr mie SECReThey

WASHINGTON, D.C. 20268-0001

Special Services Fees and Classifications) Docket No. MC36-3

FOLLCW-UP INTERROGATCORY OF THE
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(September 13, 1996)

Pursuant to sections 25 and 26 of the Rules of Practice of
the Postal Rate Commission, the Office of the Consumer Advocate
hereby submits a fcllow-up interrogatory and reguest for

preducticon of documents. Instructiocns included with OCA

Interrogatories 1-4 to the United States Postal S

June 19, 19%¢, are hereby incorporated by reference.
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OCA/USPS-74. Please refer tec your response toc NM/UIJSPS-7 and

Attachment 1.

a. Please confirm that the Pcstal Service estimates the FY 1996
profit to be between $1.2 to $1.5 billion. If you are
unable to confirm, please explain.

b. Please confirm that The Washington Post reported on
Septembexr 11, 1996, at A21l, that the Postal Service
estimates FY 1996 profits teo be $1.2 billien. If you are
unable to confirm, please explain.

c. If the attachment to NM/USPS-7 no longer represents the
Postal Service's best estimates, please provide the most
current Postal Service estimates.

d. Please confirm that the Postal Service'’'s newly approved
budget estimates FY 1857 net income to be $55 million. If

you are unable to confirm, please explain.



OCA/UsPS~-74
Attachroent

P ager“;_l \‘%jr:lm%ml\ Post

HE ..FEDERAJ

-..-;..l

-qso--

el

Lm‘r

By Bill McAllister
Wassbing100 Peac Stall Wister .

Thc Us. Posta!Sennce whlcl:lsoonwﬂlr&
tt its second annual profit of more than $1
illion, yesterday set its sights on three years in
the hlack.
" - TS year's profit,-estimated at Sl 2 billion, *
Wwas, a major acromplishment for Posmuster
Genersl Marvin T; Runyon, who last year or-
dered a strict mst—o.l‘ttmg program to hold off

any increase in stamp prices. The agency’ Te,

stamp prices at current levels as ]ong as possn—
ble. He described the new budget as “bold,” but

.did not offer details yesterday of how he plans

to continue artting costs during a year when la-
bor costs are projected to rise 6.3 percent.

As the agency’s board of governors endorsed
. the 1997 budget, however, they made clear
that the Postal Service will focus on laber prob-

" lems next year. Many workers hired in recent

years earn lower wages than their predeces-
sors, but also have been less productive than of-

‘ﬁca]swotﬂdhke_“()ncofmeseuets [to making

ported a record $1.7 billioa profit in fiscal 1995.* "the' new budget work] i raising productmty,

“Ihe agency’s newly approved 1997 budget,- .
ich calls for a modest $55 million profit,

aj ain w-i]l test Runyon’s management skills-— |
md, 'no doubt, the cooperation of the agency's -

hq: "Elbor unions. Runyon already has cut costs
by frimming overtime and eliminating programs
be'‘flind unproductive. To save more, he has
s:ﬁd he wants the agency to contract out some
opéritions to private industry, a proposal that
has infuriated postal umons. - -

Sifice the Postal Service became 2n indepen-
dent agency 25 years ago, it has never shown a
sizable profit three years Im a row. Instead
budgets have typically run in three-year cycles:

foregasting a profitable first year of a rate in-.

aease, a break-even second year and losses in

the third. Stamp prices were last raisad on Jan,

1, 1995,
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. s2id board member Robert F. Rider.-

While Runyon's initiatives have pleased large
mailers, the good fiscal news from postal head-
quarters has not overwhelmed the mail indus-
try. Overall mail volume this year has grown by
0.6 percent, well below the 2.9 percent growth

-rate on which the 1997 budget is planned

“Mailers apparently have good reason to be
skeptical of postal management's promises of
good times ahead” said the Advertising Mail
Marketing Association in its latest newsletter.
The bulk mailers group noted that “overall post-

al employment has grown three times faster -

over the past year than mail volume. ... If
postal productivity fails to improve while labor
costs continue to rise, it may be impossible for
the USPS to sustain itself, as it exists today,
much less into the 21st century.”
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Budger Forecasts ﬂurd Stralght Year of Proﬁt but Much Depends on Productivity (

said overall USPS productivity is down
cent, the third straight year of decline.
Aside from Rider’s caution, there w
skepticism about the budget at the posti
nors’ public mesting. They dd press M
Riley, the Postal Service's chief financia
about how reakstic the 1997 figures are.
Riley called the budget “aggressive”
knowledged it would be “difficult”™ to me
ertheless, he predicted that under Ru
agency would make the projected mumbx
“You talk about expectations and we
that you will make it,” said board mem
R. McWherter, a former Ternessee g
Member S. David Fineman pointed to ti
ing national eccoomy as key to boastn
revenue and described some of Riley’s
ing budget assumptions as “conservative
The 1957 budget projects that overa
revenue will rise by 4.6 percent to $5¢
next year. But overall expenses will nis
percent, trimming profit to $55 mil
budget also assumes the agency can re
chronic productivity problems and incre
p-mdudmtybylSpcromtwlg‘aGl
Productivity s a critical factor beca
costs amount 10 80 percent of the Pc
vice's osts, a share Runyon has note
above the 50 parcent for Federal Eopre
Al segrnents of ma] are supposed to
der the agency foreast but first-clas
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I hereby certify that I have this date served ihe foregoing
document upon all participants of record in this proceeding in
accordance with section 3.B(3) of the special rules of practice.
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